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RIO ALTO EXPLORATION LTD. 


1973 HIGHLIGHTS 


— Exploration and acquisition expenditures at a 
record $193,850, up 378% from 1972. 


— Assets totalled $397,500, an increase of 
$158,500. 


— Working capital increased 147% to $83,400. 


— Rio Alto Petroleums Ltd., wholly owned sub- 
sidiary, acquired oil and gas production in 
Saskatchewan and participated in drilling two 
oil wells, both of which are now on production. 


— Oil and gas revenues from July to December 
1973 totalled $31,500. 


— Exploration continued actively on Alberta coal 
properties in which Rio Alto holds royalty 
interests. 


— Preproduction royalties from coal interests 
amounted to $18,000. 


— The Company maintained exploration activities 
on copper prospects in Canada. 


— Uranium exploration programs initiated in Can- 
ada. 


— In Australia, exploration conducted on uranium 
prospects in which Rio Alto holds interests. 


FINANCIAL 


Exploration and acquisition expenditures for the 
year 1973 totalled $193,850 compared to $51.725 
in 1972. Net income from operations for the year 
amounted to $32,950 of which $18,000 was re- 
ceived in preproduction coal royalties, and $11,900 
from oil and gas net profits. In addition, $210,000 
was generated from the sale of capital stock. 
Working capital at the end of the year was $83,447, 
an increase of $51,146 over 1972. 


Accounting policies were changed in 1973 to 
reflect the combined operations of the Company 
and Rio Alto Petroleums Ltd., its wholly owned 
subsidiary. Capital costs of certain mining pro- 
perties acquired since the Company was formed 
and deferred exploration on mining properties 
disposed were written off this year. These totalled 
$56,947. 


The Company’s assets totalled $397,522 in 1973 
compared to $238,939 the previous year. The auth- 
orized capital stock is 3,000,000 common shares. 
At year end, 1,548,750 shares were outstanding 
and an additional 200,000 shares were subscribed 
for, but not issued. 1,328,750 shares were out- 
standing at the end of 1972. 


Rio Alto Exploration was listed for trading on 
the Calgary Stock Exchange on August 27, 1973. 


PETROLEUM AND NATURAL GAS 


Rio Alto Petroleums Ltd. was established in mid 
1973 to acquire producing petroleum and natural 
gas properties, and to conduct related exploration 
programs. By July, this wholly owned subsidiary 
had acquired varying interests in 15,680 acres of 
petroleum and natural gas rights in the Kindersley 
area of Saskatchewan. These lands include five 
gas wells and twenty-six oil wells, thirteen of which 
are owned and operated 100% by Rio Alto Pet- 
roleums Ltd. 


In the Lloydminster area of Saskatchewan, Rio 
Alto has a 15% interest in an oil exploration pro- 
gram. During the year, two previously capped oil 
wells were reworked and put on production. In 
addition, two new wells were drilled, and are now 
producing. Late in 1973, the Company began re- 


ceiving revenue from the Lloydminster properties. 
Sufficient lands have been acquired to support a 
multi-well drilling program, and further drilling is 
planned for the summer of 1974. 


Gross revenue from all petroleum and natural 
gas operations totalled $31,500 for the period July 
to December 1973. 


COAL 


The Company holds royalty interests in approxi- 
mately 50,000 acres of coal rights in the outer 
foothills of Central Alberta. These lands contain 
large reserves of what appear to be good quality 
coking coal. 1973 was a record year for explora- 
tion and development activities with respect to 
this commodity. 


On the Ram River and Nordegg leases, Con- 
solidation Coal Ltd. has continued its exploration 
programs with encouraging results. By way of 
background, in May 1970 the Company’s pre- 
decessor in title entered into an agreement with 
Consolidation Coal whereby Rio Alto received 
$18,000 per year in advance royalties on future 
coal production from these properties. The agree- 
ment provides for a 12 cent per ton royalty 
when the property goes into production. A one 
million ton per year operation on the Ram River- 
Nordegg lands (which is the projected type of 
operation) would generate $120,000 net per year 
in royalty payments to Rio Alto. 


On the Clearwater block, Clearwater Coal Ltd. 
continued its exploration and sampling program. 
During the winter of 1973/74, a bulk sample drill- 
ing program was carried out, and initial tests in- 
dicate good quality coking coal. An agreement 
between the Company and Clearwater Coal Ltd. 
provides that when the property goes into pro- 
duction, Rio Alto will receive as its share of the 
reserved royalty, 2 cents per ton until Clearwater 
Coal Ltd. recovers exploration and mining costs, 
and 5 cents per ton thereafter. It has been an- 
nounced that a rail extension will be built to link 
the CNR line to Aquitaine’s gas plant in the area. 
This extension will pass within seven miles of the 
Clearwater leases and make the properties much 
more feasible for production and shipment of coal. 


R7 WStA 
+— 


7.42 
CONSOLIDATION COAL 
180,000 ACRES. ray 
$ 2.6M EXPLORATION TO DATE 
$5.0M MORE BEFORE 1983 
T40 
FERRED 4 
PLACE \ 
T STRIP COAL = Re 
Pe 
\ my NI@® 139 
x = 
TY MAT IN PLACE —7ATROCKY 
. INTAIN 
13 MT RECOVERABLE HOUSE = 
aaa 
K 
\ 
T 38 
= ~ 
x 
SS “| 
EM, 
=i . 
DRILL INDICATED 
I EATED! 
38.6 MT IN PLACE 
z 19.3 MT RECOVERABLE we 
‘ INFERRED | Ry 137 
‘ 120 MT_IN_ PLACE Ro) 
60 MT RECOVERABLE \ 
KAM RIVER 
GAS PLANT | [ 
ORILL INDICATED oom ay 136 
L 255 MTIN PLACE _ — 
ZA) SBMT RECOVERABLE ’ a, A 
“a MT STRIP COAL f rs “= 
(esa be 
ne 
da 
7 
) 
T35 
7 4 
INFERRED ~ sb ) 
46 MT IN PLACE 
23 MT RECOVERABLE 
4— =a 
ee Clean vane COAL 
COAL \ 134 
INFERRED 
10 MT IN PLACE 
| SMT RECOVERABLE — 
+ 
133 
te 
i peere 
INFERRED vl 
JOMTIN PLACE — I~ 
SMT RECOVERABLE 
732 


draftech SERVICES LTD. 


RIO ALTO EXPLORATION LTD. 


ALBERTA 
COAL INTERESTS 


JUNE, 1973 


BASE METAL PROSPECTS 


The Company holds two Canadian Pacific min- 
eral leases at Sooke, B.C. In May of 1973, a 600 
foot diamond drill hole tested one of the geophy- 
sical anomalies on the property. Copper mineral- 
ization was encountered throughout the section, 
but not in sufficient widths and grades to be eco- 
nomic at that time. Following drilling of this hole, 
a new copper showing was discovered at the north 
end of the property. This showing is 20 feet in 
width, and extends laterally at least 800 feet at 
the surface. Assays taken from samples across 
the width grade 0.67% copper. Grab samples 
along the exposed length average 0.96% copper. 
Additional geophysical surveys were carried out 
over the showing, and diamond drilling of at least 
two holes will be completed in May of 1974. 


The mineral rights on the Sooke property are 
owned by Canadian Pacific, and as such, are not 
liable to the new mining regulations recently pro- 
posed by the British Columbia Government for 
Crown owned lands. Rio Alto is, however, liable 
for any increased government taxes that may be 
imposed on lands leased from Canadian Pacific 
and at year end, a 25 per cent per acre tax was 
levied. As a result, those areas of the prospect 
with low economic potential will be surrendered 
in 1974. 


Rio Alto has also retained 20 claims adjoining 
Placid Oil’s open pit copper mine at Bull River in 
British Columbia. One 600 foot hole was drilled in 
the fall of 1973, but no economic mineralization 
was discovered. The Company has varying in- 
terests in other base metal claims in British Col- 
umbia. No further work is planned on any of these 
claims at this time. 


In addition to its B.C. properties, Rio Alto holds 
a minority interest in 768 claims in the district of 
Keewatin, Northwest Territories. The majority in- 
terest is held by Perry River Nickel Mines Ltd. 


Base metal exploration expenditures for 1973 
totalled $29,700. 


AUSTRALIA 

During the past year the Company purchased 
a 7%2% interest in Southern Ventures Pty Ltd. 
This Australian company, operated by Derry, 
Mitchener and Booth, well known Canadian ex- 
ploration consultants, is engaged in a number of 
projects in that country. It has acquired uranium 
prospects in Western Australia and in the Lake 
Frome area; lead, zinc, silver prospects in the 
Canning Basin, and a small number of mineral 
Claims in the Kalgoorlie nickel belt. The uranium 
lands in Western Australia have been optioned to 
a major company which has conducted airborne 
radiometric surveys and is now engaged in ground 
follow up programs. A discovery in any of Southern 
Ventures’ many projects in Australia could be a 
substantial asset to Rio Alto. 


OUTLOOK 


In the 1972 Annual Report, the Directors noted 
that a program to diversify and expand the Com- 
pany’s activities had been initiated. This program 
is well underway. It was also noted that uranium 
is becoming an increasingly important source of 
energy, and that Rio Alto would be involved in 
exploration for this mineral. 


To date, Rio Alto has (subject to the approval of 
regulatory authorities in certain cases) acquired 
uranium prospects in three areas of Canada (in 
addition to its uranium interests in Australia), 
namely: 


-1) The Company has agreed to purchase North 
American Nuclear Ltd., an Ontario private com- 
pany which holds 265 uranium claims in the Elliot 
Lake area of Ontario. Some of these claims were 
drilled in the 1950’s, and significant tonnages of 
low grade uranium were indicated. Additional ex- 
ploration, including drilling, is planned for these 
claims during the coming season. 


2) Rio Alto has acquired 4,800 acres of claim 
blocks covering a uranium prospect in the Wollas- 
ton Lake area of Saskatchewan. This prospect 
contains two major radioactive anomalies pre- 
viously discovered by an airborne radiometric 
survey. This prospect has similar characteristics 
to the nearby Gulf Minerals’ orebody which is soon 
to go into production. 


3) In 1973, a Canadian government airborne 
survey located a large radiometric anomaly as- 
sociated with oil shales in the Carrot River area 
of Saskatchewan. The ground on which the ano- 
maly is located was staked by Rio Tinto Mines 
Ltd., and other major companies now hold large 
areas of land covering the known prospective for- _ 
mation. Rio Alto was involved early in the exam- 
ination of this prospect, and has acquired min- 
eral rights covering over 30,000 net acres of the 
shale formation having potential for occurrence 
of uranium. Exploration will be carried out in 
1974. 


Rio Alto’s performance to date has been one of 
steady growth. The Company is now in the posi- 
tion where its income can sustain administrative 
expenditures and allow new funding to be used 
directly for exploration and development projects. 


Canada has a great potential for further dis- 
coveries of uranium, petroleum, coal, and base 
metals. Rio Alto’s record indicates that it can and 
will continue to contribute to these discoveries 
which are necessary to meet the world’s increas- 
ing energy and mineral requirements. 


Respectfully Submitted 
On Behalf of the Board 


R. W. TERMUENDE 
President 
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BASE METAL EXPLORATION 


AUDITORS’ REPORT 


To the Shareholders 
Rio Alto Exploration Ltd. 


We have examined the consolidated balance sheet of Rio Alto Exploration Ltd. and subsidiary 
company as at December 31, 1973 and the consolidated statements of deficit, changes in property in- 
terests and deferred expenditures, and source and application of funds for the year then ended. 


Our examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, subject to the adjustment as would result from failure to recover in the future 
the amounts at which property interests and deferred expenditures are carried on the consolidated 
balance sheet (see note 2), these consolidated financial statements present fairly the financial position 
of the companies as at December 31, 1973 and the results of their operations, the changes in their pro- 
perty interests and deferred expenditures and the source and application ot their tunds for the year then 
ended in accordance with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year except for the change, with which we concur, in the policy of deferring all 
income and expenses as outlined in note 2. 


Calgary, Alberta COLLINS LOVE EDDIS VALIQUETTE & BARROW © 
April 8, 1974 Chartered Accountants 


RIO ALTO EXPLORATION LTD. AND 
SUBSIDIARY COMPANY 


CONSOLIDATED STATEMENT OF DEFICIT 
Year Ended December 31, 1973 


RETAINED EARNINGS (Deficit) beginning of year cee (8,329) 
a PREDLOCUCTION FOV AINIGS ia nis ee ee se heed vue heviens . a 
SEC al Ap are Meee OU Fe 6S ere A INES Calan Ane NOs a an Ce i : 
(8,329) 
Deduct: Capital costs of mining properties 
RNG DOS Ogre reer eR Nn eI MN AS Oy Pan TN ei ayes 32,420 
Deferred exploration applicable to 
mining properties disposed ooo ic eevee ee 24,078 
Generalcandadministratlve: Costs. .).,...tss sun ok Ss = 
COM EGLS [ole CRRA EEO oe ERS ~  RER ae  y Sa e AURe y a e O 449 
56,947 — 
BRC CMON VOOU arte heresy Cece te ea Ae So at $(65,276) 


1972 
$ 4,143 


18,000 
1,228 
23,371 


7,540 


2,919 
15,318 
eee: 


31,700 
$ (8,329) 


RIO ALTO EXPLORATION LTD. AND — 
SUBSIDIARY COMPANY eS Bees 
CONSOLIDATED BALANCE SHEET —s> 
Year Ended December 31, 1973 ae 
ASSETS 
CURRENT ASSETS 
OF: () | Ee eE ene MARS Pe Tate Hua etn’ Plas VR wee ke rete ites eo 
Term: deposit certificates... 4.4.5 Sh steaen ee e ee 
Funds in-trust: (note: S)pti eae ne ee ere eee, te 
Accounts: receivable rx se Ser ens yh Casey saga ce ad tea 
Share*subseriptions receivable sar. ei ee ee eee ee eh 
Refundable. deposits;/;25:sget b-\ ey asta. 3 7 ce en ree ere 
Drilling and exploration deposits ............. ne RSet i eee ie ees ies ee See) 
Investments, at cost (no quoted market value) ....................... wr dad Cl a 
Property interests and deferred expenditures (note 2) 0.0.0.0... Perens: ae 


APPROVED ON BEHALF OF THE BOARD, 


R. W. Termuende, Director 
D. W. Hilland, Director 


LIABILITIES 


7 1973 = 1972 
CURRENT LIABILITIES Sg 
PETG (Bf0 [a9 (a) ee 0 See yen ae ay eat We ke ae Te det $ 8,153 $— 
Accounts payable and accrued liabilities 2.000.000... ceccceceeeeeeeeees a : . 37145. 39,768 
- 46298 39,768 
Funds received on share subscription (note 3) ............00.00ceeecceee. ~ 100.0 re 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 4) 
Authorized 
3,000,000 shares of no par value 
Issued ee 
Mee AOU SHALES (19 (Pind 2G: FOO) mein dial eh depen lan 317,500 207,500 
aie NR MCC Reenter Mio ie bk a ete (65,276). (8,329) 
252,224 199,171 
- $397,522 $238,939 


RIO ALTO EXPLORATION LTD. AND 
SUBSIDIARY COMPANY 


CONSOLIDATED STATEMENT OF CHANGES IN 
PROPERTY INTERESTS AND 
DEFERRED EXPENDITURES 

Year Ended December 31, 1973 


Balance Charged Balance 
January to December 
1, 1973 Additions Deficit 31, 1973 
PROPERTY INTERESTS 
Mining properties and claims ..........0.0.000.0000...... $ 75,993 $ 13,634 $ 32,420 $ 57,207 
Oil-and*gasspropertiessinete: (32 Sauce ees Soe » 70,808 oe 70,808 
Production equipment~net2. tava ee — 12,088 — 12,088 
75,993 96,530 32,420 140,103 
DEFERRED EXPENDITURES 
Mining properties 
Exploration management and 
supervision, consulting 
and. TEPOrinG’ 3-502 Meee ee ee ee 16,457 3,714 5,801 14,370 
Geological and field expenses... 68,678 11,568 15,067 65,179 
ASSAYING bees ye rr ie en ee een 3,301 437 1,388 2,350 
Government fees and rentals 0. 1,968 300 1,560 708 
SUNGLY +5 Pecpticnece ook ead atacand era ee ed tare ieee 473 3S 262 246 
General and administrative — 29,750 — 29,750 
Depreciation of production 
Equipment. sas wee TIP AL Wap ON tale Ste tie he _— 1,146 — 1,146 
Depletion of oil and gas properties... _— 6,325 os 6,325 
90,877 OS.210 24,078 120,074 
Less: Income 
Net proceeds from oil and 
Gas. DrOGUCTION Site)... ee eee ee —_ 11,893 — 11,893 
Preproduction royalties 2.0.0... — 18,000 — 18,000 
Management: fees wos eee ee — 2,400 — 2,400 
OUNGr 2 2 ere en eee — 657 — 657 
— 32,950 — 32,950 
Total deterred expenditures 4:22.) eae eee ee 90 877 20,325 24,078 87,124 
Total property interests and 
deferred expenditures: <4. 05. aoe eee $166,870 $116,855 $ 56,498 $227,227 


RIO ALTO EXPLORATION LTD. AND 
SUBSIDIARY COMPANY 
CONSOLIDATED STATEMENT OF SOURCE AND 


APPLICATION OF FUNDS 
Year Ended December 31, 1973 


SOURCE OF FUNDS 


sae EO Capitals lOCte et 1 ers ie) St aN yi ee ae deh deeedpede wns <5 a 
Less: Issued on acquisition of ee 
DLODS IV pIMLCKCatS betes team meg tm Oh Coe AC at. (30,000). 
Issued on acquisition of ee 
SISSIES © SSSR CANE BRS CRIES ETT. Ir en RE a a NORE RIED (39,000) 
EES (Ore aang GO Aa Ie En a oe oe SR es fe ee - / 25,000 
Eundsreceived on share subscriptions’ 2.0.6... ee 100,000 
Pe ico OIGe OnE Sa ihe Mess Are i eden he ae 26 Sag Enis Ae ee Ee 


APPLICATION OF FUNDS 


425.000 


EASON IO MMVGSUMENISS eters rx t2 1 oh ee rere lh Nr Goo ee 
Less: Acquired by issuance of - ae 
capital stock Cr wena a ME ah Oh Se eR OE . $35,000) 
POC ONS tO. PlODChLY AI MOCLOStS Ad watchs Ook) le ec, deri ceegnlergeacsan terse 4,001 
Less: Acquired by issuance of capital : oo 
SIOGHY Mee aes vue ee AEA Sui STL SN AE AE Fee te ER 50,000) 
54,001 
AGGInOns tOcoetTel red Gxpenanuresy ins. f ter ki OO Nay Oot ke ye hs 12,854 
Additions to drilling and exploration deposits Dae ON MER em OES Mf 6,550 
USL a cde ea cage RUINS ES ISS iL eae EI SA Ne PAL Se RRS 449 
oO tM oO ANOMCOTMUNIC Sy Mere. cuit Curtin Ri oe ce dng se aera hldb aii ek oe Meili 73,854 
PiCTedse Geerease) Mi WOrkind Capital oo eer ls i et a 51,146 
WGt AUGsco Mal, POCONO, OLIVA co a rie ge Ses Pe ae ) 32,301 
PEC enerG Amiel pends nyOalens tc Cerre at eae Me ute Ni aioe As ac pil gablcunee $ 83,447 
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1972 


$ 11,500 


(11,500) 


13,247 


(11,500) 
1,747 
20,997 
5,923 
28,667 
(28,667) 
60,968 

$ 32,301 


as 


RIO ALTO EXPLORATION LTD. AND 
SUBSIDIARY COMPANY 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


Year Ended December 31, 1973 


Principle of consolidation 


The consolidated financial statements include the ac- 
counts of Rio Alto Exploration Ltd. and its wholly owned 
subsidiary, Rio Alto Petroleums Ltd. 

Intercompany accounts and transactions have been 
eliminated on consolidation. 


Accounting policies 


(a) Mining operations 
All acquisition and exploration costs of mining pro- 
perties and claims are treated on a project basis 
wherein costs are not charged to deficit unless the 
whole project is abandoned. 


(b) Oil and gas operations 

The company’s subsidiary follows the full cost 
method of accounting for its oil and gas operations. 
Under this method all costs, including a portion of 
general and administrative expenses, relating to the 
exploration for and development of oil and gas pro- 
perties are capitalized and depleted on the unit of 
production method based on estimated reserves of 
oil and gas. Proceeds on disposal of properties are 
normally deducted from accumulated costs without 
recognition of any gain or loss. 


(c) Change in accounting policy 
Effective January 1, 1973 the companies adopted 
the policy of deferring al! income and expenses. 
Prior to January 1, 1973 the company wrote off all 
income and expenses to deficit as incurred. 


(d) Realization of the amounts represented by property 
interests and deferred expenditures is dependent 
upon future developments, since the properties re- 
presented by these assets are substantially un- 
explored or developed. 


Funds received on share subscriptions 


In December 1973 the company agreed to issue 200,000 
shares of its capital stock for a cash consideration of 
$100,000. At December 31, 1973 the cash had been 
received, however, the shares had not been issued 
pending government approval. 


Accordingly, the transaction has not been reflected as a 
sale of shares in the capital stock account. Of the 
$100,000 consideration received, $25,000 is held in trust 
by the company’s solicitors. 


Capital stock 


The following is a summary of the changes in capital 
stock during the year ended December 31, 1973: 
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Number of 
shares Amount 
Balance, December 31, 1973 ...... 1,328,750 $207,500 
isstied: for cash. 2 tae 50,000 25,000 
issued for properties .................. 100,000 50,000 
Issued for investments ............... 70,000 35,000 
Balance, December 31, 19738 ...... 1,548,750 $317,500 
et —— —— 


In September 1973 the company issued 100,000 common 
shares in exchange for interests in oil and gas properties 
acquired by its subsidiary. 


in October 1973 the company issued 50,000 common 
shares for a cash consideration of $25,000. In addition, 
the company issued io the purchasers common share 
purchase warrants for 45,000 shares exercisable at $1 
per share up to August 23, 1975. 


In October 1973 the company issued 70,000 common 
shares in exchange for a 7%2% interest in an Australian 
mining company. 


In December 1973 the company entered into an agree- 
ment with a director whereby it agreed to issue 50,000 
common shares in exchange for a mining property. At 
December 31, 1973 the shares had not been issued 
pending governmental approval and accordingly, the 
agreement has not been reflected in the accounts. 


Material agreements 


(a) By agreement dated May 1, 1970, the company earn- 
ed the right to a minimum of $6,000 per year in 
advance royalties on future coal production from 
properties in the Ram River area of the Province of 
Alberta disposed of on that date. These advance 
royalties are to be considered part of a 12 cent per 
short ton overriding royalty payable to the company 
if and when production is commenced. 


(b) By agreement dated May 23, 1970, the company 
earned the right to a minimum of $12,000 per year 
in advance royalties on future coal production from 
properties in the Nordegg area of the Province of 
Alberta disposed of on that date. These advance 
royalties are to be considered part of a 12 cent per 
short ton overriding royalty payable to the company 
if and when production is commenced. 


By agreement dated October 27, 1971, the company 
disposed of its share of properties in the Clearwater 
area of the Province of Alberta. The company re- 
tains an interest in this land after production is 
commenced in the form of a royalty of approximately 
2 cents per ton, until Clearwater Coal Ltd. recovers 
their direct exploration and mining costs incurred 
together with the cost of any plant constructed to 
process coal, and thereafter approximately 5 cents 
per ton. 
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RIO ALTO 
| 
EXPLORATION LTD. 


INTERIM REPORT 


Six Months Ending 
June 30th, 1973 


TO THE SHAREHOLDERS 


FINANCIAL 

Exploration and acquisition costs for the first six 
months totalled $82,073. Income during the period 
amounted to $62,614 of which $12,000 was received in 
preproduction coal royalties, and $50,000 from the sale 
of capital stock. Working capital at June 30, 1973 was 
$12,082. 


PETROLEUM AND NATURAL GAS 

Rio Alto Petroleums Ltd., a wholly owned subsidiary 
of Rio Alto Exploration, became active in June 1973. 
The company now has varying interests in 15,680 acres of 
Petroleum and Natural Gas rights in the Kindersley, area 
of Saskatchewan on which are located 26 oilwells and 5 
gas W Thirteen of these wells are 100% owned and 
operated by Rio Alto roleums. Net revenue from these 
is estimated at $25,000 per year. The company 
receive revenue from oil and natural gas produc- 
n July of this year. Since these wells were acquired, 
e oil prices have increased by 40 cents per barrel. 

In the Lloydminster area of Saskatchewan, the 
company has a 15% interest in 1,160 acres of P & NG 
rights on which are located 2 producing wells. Two addi- 
tional wells are being drilled this fall and 4 to 6 wells are 
projected for 1974, depending on the results and produc- 
tion obtained from the wells drilled this year. 

Rio Alto Petroleums is also participating in the drilling 
of an oil well in North Dakota. 


COAL 

Exploration has continued on the Outer Foothills coal 
prospects. In the Nordegg area, Consolidation Coal have 
recently completed their evaluation program and are now 
involved in transportation studies related to marketing. 
On the north side of Rio Alto’s Ram River block, Consoli- 
dation drilled a number of deep holes early in the year 
with encouraging results. 

On the Clearwater block, 13 more holes were drilled 
to pick an adit site. The adit has progressed to 170 feet, 
and bulk sampling is about to begin. It has been 
announced that a rail extension will be built to link the 
C.N.R. line to Aquitaine’s gas plant in the area. This 
extension will pass within 7 miles of our coal properties. 


Rio Alto holds royalty interest in approximately 
19,760 acres of coal rights in the Nordegg and Ram River 
area and receives $18,000 per year as a preproduction 


a 


a na with respect to these royalties. 


BASE METAL FROSPE 

In May of this year the|company drilled a 600 foot 
diamond drill hole to test one of the geophysical anoma- 
lies on its copper prospect at Sooke, B.C. The results were 
encouraging in that copper mineralization was encounter- 
ed in various widths throughout the section. Average 
grades over 10 foot intervals include a number of sections 
of 0.3% copper, one of 0.48% copper and smaller widths 
grading up to 0.67% copper; A new showing was discover- 
ed on the property this spring. Samples collected over the 
800 foot length that is exposed averaged 0.96% copper. 
Additional drill targets have been located and it is expect- 
ed that more diamond drilling will be done in the coming 
months. 

At Bull River, near Cranbrook, B.C., Placid Oil have 
resumed production on their open pit copper ore body. 
Rio Alto has retained 20 claims adjoining Placid’s mine, 
and a drill hole is planned for this fall to determine if the 
mineralization extends into Rio Alto’s claims. 


AUSTRALIA 

The company has purchased a 7%4% interest in 
Southern Ventures Pty. Ltd. of Australia. This company, 
operated by Derry, Mitchener and Booth, well known 
Canadian exploration consultants, is engaged in a number 
of projects in that country. It has acquired uranium 
prospects in Western Australia and in the Lake Frome 
area; lead—zinc—silver prospects in the Can: ; Basin and 
a small number of mineral claims in the Kalgoorlie nickel 
belt. The uranium lands in Western Australia have been 
optioned to a major company which has conducted 
airborne radiometric surveys and is now engaged in 
ground follow-up programs. A discovery in any of 
Southern Ventures’ many projects in Australia would bea 
major asset to Rio Alto. 


OUTLOOK 

The company is now negotiating for the acquisition of 
about 4800 acres of claim blocks covering a uranium pros- 
pect in the Wollaston Lake area of Saskatchewan. This 
prospect contains two major radioactive anomalies pre- 
viously discovered by an airborne radiometric survey. It 
has similar characteristics to the nearby Gulf Minerals’ 
orebody which is soon to go into production. Uranium is 
becoming an increasingly important source of energy and 
Rio Alto will be devoting an appropriate amount of its 
resources to exploration for this mineral. 

Additional funds for increased participation in the 
energy field are being raised by the private placement of 
capital stock, and plans are underway for a public under- 
writing this fall. 

Rio Alto Exploration was listed for trading on the 
Calgary Stock Exchange on August 27, 1973. 


R.W. Termuende, 
September 7, 1973 President 


RIO ALTO EXPLORATION LTD. 
CONSOLIDATED STATEMENT OF 
SOURCE AND APPLICATION OF FUNDS 
SIX MONTHS ENDED JUNE 30th, 1973 


(prepared without audit) 


Consoli- Unconsoli- 
dated dated 
1973 1972 
SOURCE OF FUNDS: 
Issue of Shares $ 50,000 $= 0 = 
Preproduction Royalties 12,000 12,000 
Sundry 614 1,228 


$ 62,614 $ 13,228 


APPLICATION OF FUNDS: 
Purchase of mining properties 


and claims $ —0- SP 420 
Purchase of producing oil 
and gas interests 50,000 —0- 
Deferred exploration costs 16,538 5,949 
Administrative expenditures 15.535 6,526 
Cost of unexercised option = (yi e925 
Purchase of office equipment 311 — 0 
Incorporation costs 449 —Q- 
82,833 $ 19,818 
Decrease in Working Capital $ 20,219 $0.99 0 
Working Capital, January 1st 32°301 60,968 


WORKING CAPITAL, June 30th $ 12,082 $ 54,378 


RIO ALTO EXPLORATION LTD. 
CONSOLIDATED BALANCE SHEET 
AS AT JUNE 30th, 1973 
(prepared without audit) 


Consoli- Unconsoli 

ASSETS dated dated 

1973 1972 

CURRENT: 
Cash SEG, 382 $ 16,778 
Term Deposit Certificates 10,000 16,000 
Accounts Receivable 3,659 8,672 
Share Subscription 

Receivable (Note 2) 50,000 17,430 
Refundable Deposits 10,000 12,500 


$ 80,041 Sigs OO 


PROPERTY AND EQUIPMENT: 
Mining Properties and Claims $ 75,992 $ 71,706 
Oil and Gas Properties 
(Note 3) 49,900 
Deferred Exploration 
Expenditures 107,415 
Production and Other 
Equipment 411 


$233,718 $145,911 


OTHER: 
Incorporation Costs $ 449 == 


TOTAL ASSETS $314,208 SDin2 Oil 


Consoli- Unconsoli- 
LIABILITIES dated dated 
1973 1972 
CURRENT: 
Accounts Payable $ 67,958 $ 17,002 


SHAREHOLDER’S EQUITY 


CAPITAL STOCK: 
Authorized: 
3,000,000 shares of no 
par value 


Issued: 
1,428,750 shares 
(1972 - 1,300,000 shares) $257,500 $196,000 


RETAINED EARNINGS: 
Deficit (11,250) 4,289 


$246,250 $200,289 


TOTAL ASSETS AND 
SHAREHOLDERS EQUITY $314,208 Se 2 on 


Approved on behalf of the Board, 


BP RW TERMUENDE | | pirector 


—_D.W.HILLAND ____, Director 


The accompanying notes are an 
integral part of these financial statements 


RIO ALTO EXPLORATION LTD. 
CONSOLIDATED STATEMENT OF DEFICIT 
(RETAINED EARNINGS, 1972) 

JUNE 30th, 1973 


(prepared without audit) 


Consoli- Unconsoli- 
dated dated 
1973 1972 
Balance, January 1st $ 8,329 $ (4,143) 
Preproduction Royalties 12,000 12,000 
Sundry 614 1,228 
$ 12,614 Sasa 2S 
Less: 
Administrative Costs Selo oo So 615126 
Adjustment of deferred 
expenditures -Q-— 633 
Cost of unexercised 
option (Note 4) =10 S923 


Seb (45) 335 $ 13,082 


Excess of Expenditures over 
revenue 2,921 (146) 


Balance, June 30th $ 11,250 $ (4,289) 


RIO ALTO EXPLORATION LTD. 
NOTES TO FINANCIAL STATEMENTS 
JUNE 30th, 1973 


NOTE 1: 

Rio Alto Exploration Ltd. has one wholly owned 
subsidiary, Rio Alto Petroleums Ltd., incorporated Dec- 
ember, 1972. This subsidiary became active in June, 1973. 


NOME Ze 

Effective June Ist, 1973, the Company has agreed to sell 
100,000 shares to a private company for a consideration 
of $50,000.00 


NOWE VS: 

The Company’s subsidiary has entered into an agreement 
with a private company to purchase oil and gas interests 
in Saskatchewan for $50,000.00, effective June Ist, 1973. 


NOTE 4: 

By agreement dated December 17th, 1971, the Company 
agreed to acquire the shares of a private company for 
$50,000.00 Cash and 200,000 shares of the Company 
valued at $0.50 per share. The proposed acquisition was 
not completed resulting in costs of $5,923.00 written off 
Ingo 28 


ARI0 


RIO ALTO EXPLORATION LTD. 


736 - EIGHTH AVENUE S.W. 
CALGARY, ALBERTA T2P 1H4 


